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FAIR HOUSING 

Miami Valley Fair Houslng Center. Inc. 

21-23 Ed BobbItt Street 

Dayton, OH 454054960 

937-223-6035 l Fax 937-223-6279 

Jbn McCtYrthV, Executive Dlrector 

June 18,2002 

Chief coonael’s office 
offh of ain s~pcrvisi0~ 

1700 0 stree& NW 
Washington, DC 20552 

Attention: Docket No. 2002-17 

To WhomIt May Concun: 

As a board member of the Miami Valley Fair Housing Center, Inc. (MVFHC), I strongly support the 
pqmcd changes to the Offroe of Thrift Supervision’s regulations inqdamenting the Akmative 
Mortgage Transaction Parity Act (WA). The Miami Valley Fair Housing Center, Inc. has been 
involved in invest&at@ and combating -tory lendiug for several years. MWHC staff has 
repeatedly seen instances in which unscrupulous lending institutious have used prepaymeot penalties to 
trap borrowa in abusive loans. Borrowers have also faced stiff late fees associated with abusive loans. 
The current AMTPA regulations have facilitated the proliferation of prepayment penalties and late fees in 
predatmy km.5. 

AMTPA has outlived its nsefuh~em Congress pawed AMTPA in 1982 during a high intrrcrit rate 
em%mment in order to pDovide state-chartered institutiom the ability to offer adjustable rate mortgages 
(ARMS) and other al&native mortgages. At that time, many states had outlawed ARMS. From 1983 to 
1996, the Federal Home Loan Bank Board (the OTS’ predecessor ageacy) and the OTS granted state- 
chartered UuiRs and nondepositoxy institutions preemption under MTl’A fmm state law on altematin 
mortgages so that they could offer ARMs. During this time period, however, the Bank Board and the 
OTS did not allow institutione to preempt state law on altemative mortgages that limited prepayment 
penalties and late fees. Io 1996, the OTS inexplicably reversed umrse and allowed institutions to preempt 
state limits regarding prepayment penalties and late fees on alternative mortgages. 

This single change in the OTS regulations during 1996 signitloantly contriiutod to the dmmatic increase 
in predatory lending of the last few ycare. Noo&positoty institutions and mortgage companies that were 
state-&rtered applied prepayment penalties at such a high rate that the great majority of subprime 
borrowers (about 80 percent) now have pmpaymcnt penal&es. In conhast, Ontp 2B 
borrowers have prepayment penalties on their loans according to Standard and Poor%. This huge 
difference in the application of prepayment penalties suggests that prepayment penalties trap subprime 
borrowera into abusive loans, and that subprime borrowers do not freely aoccpt prepayment peualtiee as a 
means of lowering thct interest rates. 

Since Januaxy 2001, we have spent more than 5850,OOO.OO of local. fundiug addressing the epidemic 
problem of predatory mortgage lending in our community. Currently the MVF’HC staff has more than 
100 open meritorious cases involving allegations of abusive subprime lending and predatory lending. 
however this problem continues to grow in our area. 
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The OTS correctly notes in its proposal that prepayment penalties and late fees are not intcgml elements 
of alternative mortgages. The OTS also reports that all states but one now allow ARMS, mcauing that 
AMTPA is no longer needed. Instead, predatory lenders arc using AMTPA and the existing OTS 
regulations to evade state law on altemative mortgages and prey upcm un~uspcctig and vuhxmblc 
borrowers. I cannot emphasize enough how urgent it is to remove AMTPA’s preemption of state limits 
regarding prepayment penalties and late fees on ahcmative mortgages. 

I do note that the OTS could have made its proposal stronger. The AMTPA statute pruvides OTS with 
the discmtion to pmscribe general limits on loan terms and oonditions. The OTS could have adopted a 
two-year limitation on prcpaymcnt pmslti~ for the alternative mo$gagas issued by all the institutions it 
regulates including federally cbartemd ML, stateshartemd thrifis snd nondepositcuy institutions. The 
limitation would also stipulate the maximum smouut of tbc prepayment penalty at one pcmcnt of tbe loan 
amount. Cuncntly, victims of predatory lending are co&o&d with paying about 5 pcrccnt or bigbcr of 
the loan amomt 88 a prepayment penalty. 

The Miami Valley Fair Housing Ccntcr b&eves that limiti prepayment pcnaltise across the board 
would bnvc achieved a gmater degree of uniformity in tbe regulatory framework for diffcrat instituticms. 
If the OTS does not adopt a mom prescriptive approach, the Miami Valley Fair Housing Ccntcr, strongly 
urges the OTS to stick with its proposal and to resist indusixy calls to weaken its pmposcd regulatory 
OhfElgW. 

We applaud the OTS for proposing this change to their AMTPA m&tions and ask the OTS to 
implement this chauge as quickly as possible after tbe close of the public comment period. 

2 l-23 East Babbitt Srrcct 
Dayton, OH 45405 

cc: 

Nations1 Fair Housing Alliance 
National Conununi~iti~ 


